
Delivered by Hand

'!he Fi:>oorable James H. QueUo
Olairman
Federal Ccmnunications Cc::mni.ssion
1919 MStreet, N.W., Rcx:m 802
washington, D.C. 20554 ~

Re: Mot Docket lb. 92-26
Mot Docket lb. 92-

Dear Chairman CUello:

DOCKET FILE COpy ORIGINAL
July 13, 1993

'Jut 1 5 \S93

Following up your statements regarding the plight of snall cable
operators in canplying with the 1992 cable Act ("the Act"), we write to urge
the Ccmni.ssion to take actions to alleviate unnecessary burdens on these
operators. we believe, based upon extensive consultations with our menbers,
that failing to act will seriously impede the ability of small cable systems
to provide quality service to subscribers.

The Cc::mni.ssion recognizes that section 623( i) of the Act "requires that
the Ccmnission develcp am prescribe cable rate regulations that reduce the
administrative burdens am cost of carrpliance for cable systEltlS that have
1,000 or fewer subscribers." ~reover, the plblic interest standard
author izes exceptions to the general rule where justified. we afPlaud your
plblic ccmnitment to work to alleviate small system burdens. we urge the
COOInission:

'lb rators to 'usti their current rates based on
a slJ!Pll i net lncane analYS1S. A sunple e:x::ttpanson of total
system revenues to operating expenses, depreciation and interest
expenses for sane specified prior period would dem:nstrate whether
the system's current rates require any further examination. A net
incx:xre analysis would be much sirrpler to calculate am afPly than
the benctmark approach.

'lb permit snall cperators to increase rates to the benchmark cap.
'!he Ccmni.ssion has foui'rl that rates at or below the natiooal cap
are "reasonable." By affording snall operators presently charging
rates below the cap the <:ption to increase rates to the cap, these
systEltlS will retain the flexibility needed to generate necessary
capital.

'lb authorize small operators to base rates on the bumling of
service ana ~ipnent charges. '!he requirement that operators
"back out" equlprent costs based on "actual oost" fran the
benctmark rates is a particularly onerous procedural requirenent.
'!he COOInission should adept a nechanism that does oot force snlall
operators to engage in these calculations.
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'lb allCM small ss-throo rebuild c;QSts. Small
qJerators are genera y locat In rural areas. CCr1gress and the
Ccmnission have lo~ advocated special regulatory treabnent to
make state-of-the-art cx:mnunications technology available to rural
areas. Permitting small operators to pass-throogh rebuild c;QSts
will increase the chances that rural subscribers prooptly gain the
benefits of state-of-the-art technology.

'Ib clad that the custaner service r irements that do oot
r~lre 1 operators maIntaIn local 0 lees In each servlce
area camunity. The loca1 office rule will prove exceptionally
ooercus for many small operators. Umer the rule, a system
serving several cx:mnunities of perha};S 100 subscribers woold be
cbligated to bear the oosts of loca1 offices in eadl camunity.
Any benefits WQlld be clearly ootweighed by the oosts.

'lb commence a rulemaki addressin small s stem r ator
ooncerns. The Ccmni.SS.lon shcul canprehens.lvely exanu.ne, ln a
separate proceeding, the inpact of its regulations on snall
~rators. '!his rulanaking should identify regulations which,
when ag>lied to small q:>erators, are presunptively IOOre hannful
than beneficial. It soould also discuss alternatives to benchmark
regulations for small systEltlS sudl as system profitability or
level of net incane. Small cperators should be pennitted to seek
waivers of the identified regulations, with the burden placed on
those who favor application of these regulations to the small
operators.

We believe that taking these steps will enable small operators to serve
their subscribers efficiently, while simultane<:Xlsly maintaining the Act's
oonsllller protections.

we have filed a copy of this letter with the secretary for inclusion in
the appropriate dockets.
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